STATE OF TENNESSEE
DEPARTMENT OF REVENUE
LEGAL OFFICE
500 DEADERICKSTREET
6THFLOORANDREW JACKSONBUILDING
NASHVILLE, TN 37242

(615) 741-2348
July 27, 2010

Ms. Camesha Everett

U.S. General Services Administration
Office of Charge Card Management
2200 Crystal Drive, Room 500
Arlington, VA 22202

Dear Ms. Everett:

This letter is in response to your request regarding application of Tennessee tax exemptions and
exemption documentation requirements for Federal Government purchases made using the GSA
SmartPay® 2 charge cards. The SmartPay® 2 program began November 30, 2008, and replaces the
previous SmartPay® charge card program that has been in effect since November 1998.

For purposes of sales and use taxes, Tennessee statutes and rules provide the following:

Tenn. Code Ann. § 67-6-308, “Notwithstanding § 67-6-501(a), no sales or use tax shall be
payable on account of any direct sale or lease of tangible personal property or services to the
United States, or any agency thereof created by congress, for consumption or use directly by it
through its own government employees.”

Tenn. Rules and Regulations 1320-5-1-.58(1), “Dealers making sales direct to the United
States, or any agency thereof, shall obtain appropriate exemption certificate, and keep it in
their records as evidence of such a sale.”

For purposes of petroleum and alternative fuels taxes (fleet tax), Tennessee statutes provide the following:

—

Tenn. Code Ann. § 67-3-401(a), “There shall be exempted from the taxes and fees imposed in
part 2 of this chapter any government agency that holds an active permit issued by the
department.”

Tenn. Code Ann. § 67-3-401(j), “Notwithstanding any other provision of this part to the
contrary, a governmental agency may purchase petroleum products from retail stations free of
the taxes imposed in §§ 67-3-201 — 67-3-203, and free of the fee imposed in § 67-6-204. Such
purchases may only be made through a fleet credit card or an oil company credit card which has
been issued by the oil company to a governmental agency which holds an exemption permit
issued by the commissioner pursuant to this part.”

For purposes of hotel occupancy taxes, Tennessee counties and municipalities administer such tax and
any information provided in the exemption offerings form should be considered informal and nonbinding.
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Tennessee tax statutes provide for federal government sales and use tax exemption when the billing for
tangible goods and taxable services are made directly to and paid for directly by the federal government
or its agency. Tennessee sales and use tax statutes do not provide tax exemption for purchases made and
paid by government employees when the employee is reimbursed by the federal government. Centrally
billed accounts (CBAs) are charge card accounts in which all the charges are billed directly to the federal
government and paid directly by the federal government to the issuing bank. Federal government
purchases made with GSA SmartPay® 2 charge card accounts that are centrally billed accounts may
qualify for Tennessee’s federal government sales and use tax exemption. According to the information
provided GSA SmartPay® 2 Purchase Cards and Fleet Cards are all charge card accounts that are
centrally billed accounts and are considered directly billed and paid by the federal government.

Individually billed accounts (IBAs) are charge card accounts in which charges are paid directly by the
cardholder/federal employee to the issuing bank and federal employees are then reimbursed by the
government. Purchases made with GSA SmartPay® 2 charge cards that are individually billed accounts
do not qualify for Tennessee government tax exemptions. According to the information provided GSA
SmartPay® 2 Travel Cards and Integrated Cards that include travel card functionality that are individually
billed accounts are not considered directly billed and paid by the federal government or its agencies and
therefore will not qualify for government tax exemptions for sales and use taxes, petroleum taxes, or hotel

occupancy taxes. See Notice #09-01 available at [itip://www.inoov/ revenue/ notices/sales/sales09-01 pdf

While the GSA SmartPay® 2 cards that are centrally billed accounts are considered direct sales to and
purchases by the federal government or its agencies, sellers making taxable sales to the federal
government or its agencies are required to also obtain exemption certificates or exemption permits to
document tax exempt sales to or purchases by the federal government or its agencies. Tennessee sales
and use tax statutes and rules require retailers to obtain from government purchasers exemption
certificates and keep such documents in their records to document exempt sales to the United States
government or its agencies. The sales and use tax government certificate of exemption is available at

hitp/www.tn.govirevenue/ forms/sales/11301301 pdf. In lieu of the Tennessee government certificate,
government customers may instead present retailers with a Streamlined Sales and Use Tax Certificate of
Exemption form that is available at hitp://w ww.in.govievenue/sireambned/exemptioncertilicate.pdf

Tennessee petroleum and alternative fuels taxes are imposed on the importer or licensed supplier.
However, an importer, licensed supplier or wholesaler can obtain a refund for taxes paid on petroleum
products imported into Tennessee that were subsequently sold tax free to government agencies that have
obtained a government agency petroleum tax exemption permit from the Tennessee Department of
Revenue. Federal government purchases made with GSA SmartPay® 2 Fleet Cards may qualify for
petroleum and alternative fuels tax exemption if the federal government agency has obtained the
government agency petroleum tax exemption permit. Application for the government agency petroleum
tax exemption permit is available at hiip://www.tn.cov/revenue/ forms/petro/ (1403001 pdf.

This response does not constitute a revenue tax ruling or a binding letter ruling of the Department of
Revenue pursuant to Tenn. Code Ann. § 67-1-109. Please contact me, if you have additional questions at
phone number (615) 532-6021 or email at Sherrv. ] larrell i ooy,

Sincerely,

Bow Aol

Sherry Harrell
Senior Tax Policy Analyst
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SmartPay State Tax Exemption Information Form
GSA SmartPay® 2

Www.gsa.gov/smartpay

STATE / JURISDICTION / U.S. TERRITORY INFORMATION

Please indicate the state / jurisdiction / U.S. territory for which you are reporting:

‘ State / Jurisdiction / U.S. Tennessee
Territory:

TAX EXEMPTION LISTINGS

Please indicate which of the following tax exemptions your state / jurisdiction / U.S. territory provides to
govemment customers with centrally billed accounts and/or individually billed accounts as described
below. Please also use this section to provide a description of the applicable tax exemptions, pertinent
statutes, regulations, court rulings, efc. that pertain fo the type of tax exemptfion.

Centrally Billed Accounts (CBAs) are charge card accounts paid directly by the government to the issuing bank.
Individually Bifled Accounts (IBAs) are charge card accounts paid directly by the cardholder to the issuing bank, but
cardholders are reimbursed by the government, as official government expenses.

Individual State Tax Exemption ' ~ Additional Information

Listing (Description, pertinent statutes, regulations, etc.)

Please place an “X” in the box are exempt
from taxes)

See Important Notice for Purchases by Government Employees
http://www.tn.gov/revenue/notices/sales/sales09-01.pdf

Tenn. Code Ann. § 67-6-308 — exemption for direct sales to United States
government or agency thereof created by Congress, for consumption and use
directly by it through its own government employees.

X Travel : Centrally Tenn. Rules & Regulations 1320-5-1-.58 — government purchasers required to
Billed Accounts (CBAs) | issue to vendors a completed government tax exemption certificate certifying
X Purchase: Centrally | sales is a direct purchase by United States government or agency thereof
Billed Accounts (CBAs) created by Congress.

X Fleet: Centrally The sales and use tax government certificate of exemption for is available at
Sales Tax Billed Accounts (CBAs) | http://www.tn.gov/revenue/forms/sales/f13013001.pdf The form is to be
completed by the government agency and presented to the retailer to make
sales and use tax exempt purchases of tangible personal property or taxable
services. In lieu of the Tennessee government certificate of exemption,
government customers may instead present retailers with the Streamlined Sales
and Use Tax Certificate of Exemption form that is available at
http://www.tn.gov/revenue/streamlined/exemptioncertificate.pdf

Purchases made by federal government employees who pay the bill and are
D Travel : Individually | later reimbursed by the federal government are subject to sales and use tax.
Billed Accounts (IBAs) Such purchases do not qualify for government exemption for sales and use
tax.

D Travel : Centrally ;
Billed Accounts (CBAS) Not Applicable. See Sales Tax and Hotel Occupancy Tax.

Lodging Tax

D Travel : Individually :
Billed Accounts (IBAS) Not Applicable. See Sales Tax and Hotel Occupancy Tax.

o)

Tax is levied by Tennessee counties and cities by private act or pursuant to
Tenn. Code Ann. § 7-4-101-102 or 67-4-1401-1425; The Hotel Occupancy Tax,
which may also be called Tourist Accommodation Tax in some local
jurisdictions, in not administered by the Tennessee Department of Revenue.
However, in an effort to provide informal assistance, both the Legal Office of the

Hotel X Travel: Centrally Department of Revenue and the Tax Division of the Attorney General’s Office
ccupancy Tax | Billed Accounts (CBAs) indicated that, pursuant to Article VI Clause 2 of the Constitution of the United
States, charges directly billed to and paid by the United States government or
agency thereof for the privilege of occupancy in any hotel, should not be subject
to the hotel occupancy taxes. The Department of Finance for the counties or
municipalities, or county or city clerks administers these locally imposed taxes
and should be contacted regarding requirements for exemption.




D Travel : Individually
Billed Accounts (IBAs)

Purchases made by federal government employees who pay the bill and are
later reimbursed by the federal government are not exempt from hotel
occupancy taxes.

D Travel : Centrally

Not applicable. See Sales Tax and Hotel Occupancy Tax.

Public Billed Accounts (CBAs)
Accommodation
Tax D Travel : Individually

Billed Accounts (IBAs)

Not applicable. See Sales Tax and Hotel Occupancy Tax.

D Travel : Centrally
Billed Accounts (CBAs)

Not applicable. See Sales Tax and Hotel Occupancy Tax.

Tourism Tax
[] Travel : Individually
Billed Accounts (IBAs)

Not applicable. See Sales Tax and Hotel Occupancy Tax.

X Centrally Billed
Accounts (CBAs)

X Gasoline
X Diesel Fuel

Petroleum and alternative fuels are imposed on the importer or licensed supplier
pursuant to Tenn. Code. Ann. § 67-3-201-204. Governments must register with
the Department of Revenue for a government exemption permit authorizing
petroleum tax exemption for purchases by the government agency petroleum
tax exemption permit is available at
http:///www.tn.gov/revenue/forms/petro/f1403001.pdf. A government petroleum
tax exemption is also available at retail stations with the use of fleet cards or oil

Fleet Tax A Alternative Fuel | company cards that are centrally billed to the government, and the government
agency has obtained the government agency petroleum tax exemption permit.
See Tenn. Code Ann. §§ 67-3-401 and 67-3-413.
i(cc%ﬁ::;aégg P'flse)d Tennessee imposes sales tax on repair and installation of tangible personal
) property. See Sales Tax.
X Maintenance
D Other: please
specify
Other Tax Not applicable.
[] cea
[ 1BA

lll. TAX EXEMPTION FORMS

As indicated in GSA'’s letter, we request that the GSA SmartPay® 2 cards’ design and structure suffice for
fax exemption certification. If this is not possible, please indicate if your state / jurisdiction / U.S. territory
requires government customers to complete any documentation in order to receive a tax exemption. Also,
please indicate the website address for accessing any required forms; you may also provide the form via

an email attachment.

Tax Exempt Documentation
- Tennessee Sales or Use Government
~ Certificate of Exemption

_Website Address or Hyperlink:
http:///www.tn.gov/revenue/forms/sales/f1301301.pdf

. Streamlined Sales Tax Certificate of
| Exemption

http://www.tn.gov/revenue/streamlined/exemptioncertificate. pdf

Atomic Energy Commission Purchasing
| Agent Sales /Use Exemption

http:///www.tn.gov/revenue/forms/sales/f1306601.pdf

. Government Agency Application for
Petroleum Tax Exemption Permit

http:///www.tn.gov/revenue/forms/petro/f1403001.pdf




IV. TAX RECOVERY PROCEDURES

Please indicate the procedures that government customers should follow in the event that taxes are
charged to official government transactions in error.

Tax Recovery Procedures:

1. Sales and use tax claims for refund may only be refunded and paid to the parties that paid the sales or use tax directly to the
Tennessee Department of Revenue. Government customers must obtain refunds from the retailer to which the tax was incorrectly
paid. The retailer must refund the tax or issue a credit memorandum to the government customer prior to obtaining a sales or use
tax refund from the Department of Revenue. Government customers must provide the Tennessee Sales or Use Tax Government
Certificate of Exemption to retailers to make sales and use tax exempt purchases. In lieu of the Tennessee Sales or Use Tax
Government Certificate of Exemption, government customers may also present to retailers a fully completed Streamlined Sales
and Use Tax Certificate of Exemption form to document direct sales to the United States government and agencies.

2. Contact the Department of Finance of the counties or cities, or the county or city court clerks, for information and procedures
regarding any incorrectly paid hotel occupancy taxes for centrally billed accounts to the United States government and agencies.

3. Petroleum tax refunds may only be refunded and paid to the parties that paid the petroleum tax to the Tennessee Department
of Revenue. Government customers must obtain refunds from the licensed wholesalers or retail stations. Licensed wholesalers
who have paid petroleum taxes and fees under Tenn. Code Ann. § 67-3-201-204, may apply for a refund or credit of taxes or
fees paid on any petroleum products subsequently sold free of tax to a governmental agency holding a government exemption
permit issued by the Tennessee Department of Revenue. For sales of petroleum products made to governmental agencies from
retail stations, the licensed wholesaler, supplier, or importer may apply for refund or claim a credit on behalf of a retail vendor.

V. CONTACT INFORMATION

Please indicate the point-of-contact for follow-up questions related to your tax exemption policies.

Last Name, First

Name:

NELEHa FLG [ Tennessee Department of Revenue
Office Address (Lx;‘nﬁ Legal Office, 6 Floor

Office Address (Line

Harrell, Sherry

500 Deaderick Street

2):

o' et 7dlsn | Nashville, TN 37242
Halera Tl o=l (615) 532-6021
FEr N [Tilelslee (615) 532-7346

Email Address:

Web Address:

sherry.harrell@tn.gov




Highlights

Purchases made
with credit cards
directly billed and
paid by federal
government qualify
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by the federal
government,
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credit cards have
new designs and
prefix numbers
identifying direct
sales to the federal
government.

INTRODUCTION

This notice is intended to provide taxpayers and the general public with
updated information concerning the United States General Services
Administration (GSA) SmartPay® charge card program and the sales and use
taxability of purchases made with the charge cards by government employees.

Federal government purchases made by government employees with
charge cards that are centrally billed accounts are considered direct
sales to the United States government. Centrally billed accounts are
accounts directly billed and paid for directly by the federal government
or its agencies. Sellers are required to obtain exemption certificates to
document tax exempt sales to the federal government or its agencies.

DISCUSSION

Tennessee statutes provide for federal government sales and use tax
exemption when the charge for tangible goods and taxable services is billed
directly to and paid for directly by the federal government or its agencies.

"..No sales or use tax shall be payable on account of any direct sale or
lease of tangible personal property or services to the United States, or
any agency thereof created by congress, for consumption or use directly
by it through its own government employees.”

Purchases made by federal government employees who pay the bill and are
later reimbursed by the federal government are taxable and do not qualify for
sales and use tax government exemption.

Federal Credit Card Program

Effective November 30, 2008 the GSA SmartPay® 2 charge card program
replaced the previous program that has been in place since November 1998.
The SmartPay® 2 charge cards may be centrally billed accounts (CBAs) or
individually billed accounts (IBAs). CBAs are directly billed to and paid by the
federal government and its agencies. IBAs are billed to and paid directly by the
cardholder/federal employee and the government employee is later reimbursed
by the federal government. Purchases made by government employees with
SmartPay® 2 charge cards that are centrally billed are considered sales
directly to and paid for directly by the federal government or its agencies.

The SmartPay® 2 charge cards are issued by a variety of banks under contract
with GSA. There are four types of cards: purchase cards, fleet cards, travel
cards and integrated cards that combine two or more of the card types. The
SmartPay®2 charge cards have newly designed artwork and two additional
prefix numbers, 4614 and 5565, that have been added to the list of approved
prefix numbers designed to assist sellers in identifying each type of card.
Information to assist in identifying SmartPay® 2 cards that are directly billed
to and paid by the federal government is included in the table below.
Additional information is available at www.gsa.gov/gsasmartpay.

For more tax information, call toll free 1-800-342-1003
Nashville area and out-of-state call (615) 253-0600
Email TN.Revenue@siate tn.us
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Revised table
listing GSA
SmartPay®?2 credit
cards centrally
billed and directly

- paid by the federal
government,

k , Exemption

certificates are
reguired to
document tax
exempt sales to
the federal
government.

Streamlined Sales
and Use Tax
Certificate of
Exemption

=" References:
CA §67-6-308

Rule 1320-5-1-.58(1)

First 4 Digits
of Credit Card

Required Special

Types of Credit Cards
6" Digit of Credit

Centrally Billed and Directly Paid by

United States Government No. Card No.
Fleet Card - Card imprinted with
“"FOR OFFICIAL GOVERNMENT FLEET USE ONLY”
MasterCard gggg None
. 4486
Visa 4614 None
4716
Voyager 8699

Wright B

Purchase Card - Card imprinted with
“"FOR OFFICIAL US GOVERNMENT PURCHASES ONLY”

MasterCard

Visa

Travel Card - Card imprinted with
“FOR OFFICIAL GOVERNMENT TRAVEL ONLY”

. 5565
MasterCard 5568 0,6,7,8,0r9
Visa 4486 0,6,7,8,0r9

4614

Integrated Card - Card ifnprmted with
“FOR OFFICIAL GOVERNMENT USE ONLY”

5565
MasterCard 5568 0,6,7,8,0or9
: 4486
Visa 4614 0,6,7,8,0r9

Special Note - MasterCard and Visa Travel and Integrated Cards where the 6 digit of
the credit card account number is 1, 2, 3, or 4 are individually billed to the cardholder/
government employee. Purchases made by government employees with cards
billed to individuals are subject to sales and use tax.

Exemption Certificates

While the GSA SmartPay® 2 cards that are listed in the table above are
centrally billed accounts and considered direct sales to and purchases by the
federal government or its agencies, retailers are required to also obtain
exemption certificates to document the tax exempt sales directly to the federal
government or its agencies. Tennessee Rule and Regulation 1320-5-1-.58(1)
provides that retailers are required to obtain exemption certificates from
government purchasers and keep such documents in their records to document
exempt sales to the United States government or its agencies. The
government certificate of exemption form is available at
http://www.state.tn.us/revenue/forms/sales/f1301301.pdf.

In lieu of Tennessee's government certificate of exemption, government
purchasers may instead present retailers with a fully completed Streamlined
Sales and Use Tax Certificate of Exemption form that is available at
http://www.state.tn.us/revenue/streamlined/exemptioncertificate.pdf.

The information provided here is current as of the date of publication but may change
as a result of new statutes, regulations, or court decisions. While this notice is intended
to be comprehensive, events and situations unanticipated by this notice may occur. In
such cases you should contact the department or your tax professional for further
guidance. ‘ . '

For more tax information, call toll free 1-800-342-1003
Nashville area and out-of-state call (615) 253-0600
Email TN.Revenue@state.tn.us




